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Worker/Management 
Awareness of Code
FLA Principle of Monitoring, Obligation of 
Companies: Ensure that all Company factories as well 
as contractors and suppliers inform their employees 
about the workplace standards orally and through the 
posting of standards in a prominent place (in the local 
languages spoken by employees and managers) and 
undertake other efforts to educate employees about the 
standards on a regular basis.
Most workers were aware that the factory has a policy 
regarding working hours restrictions; minimum age; minimum 
wages; non-discrimination; harassment and abuse; forced 
labor; and health and safety. However, there was no evidence 
that code of conduct (COC) was communicated to newly-
hired workers.
record review; 
management and 
worker interviews
Factory has developed new training program which captures COC; wages 
and benefits; worker-management communication to all workers. Factory 
will launch questionnaire for workers to measure their understanding of 
these subjects.
1) Conduct COC training to all new workers employed since April 2006. 2) 
First phase of new training program is in February 2007 for around 30% of 
the total workforce. 3) Second phase of new training program is on March 
2007 for the remaining workforce.
3/31/2007 1) Completed; 2) Pending;
3) Pending
Factory has given training program to workers 
(around 30% of workforce).
Ongoing
Confidential Noncompliance 
Reporting Channel
FLA Principle of Monitoring, Obligation of 
Companies: Develop a secure communications 
channel, in a manner appropriate to the culture and 
situation, to enable Company employees and 
employees of contractors and suppliers to report to the 
Company on noncompliance with the workplace 
standards, with security that they shall not be punished 
or prejudiced for doing so. 
There was no evidence found that the company (Nike) developed a 
secure communication channel to enable workers to report the 
noncompliance directly to the company.
factory observation; 
management and 
worker interviews
Participating Company's (PC's) objective is to strengthen contract 
manufacturers’ internal grievance systems, so that direct involvement by PC 
in employee grievances should be considered a last resort.  In alignment 
with PC’s objective to strengthen contract manufacturers’ internal grievance 
processes, 2 pilot educational programs facilitated by local Non-
Governmental Organizations are underway currently in Indonesia and China. 
In addition, PC compliance staff spends time listening to factory employees 
during one-on-one confidential interviews during in-depth management 
audits. More than 9,000 factory employees were confidentially interviewed 
by PC compliance staff from August 1, 2002 through the end of May 2004.
Employment Records Labor Act UU No.13/2003, Chapter IX, regarding Employment 
Relations, Article 63.1: If a work agreement for an unspecified time 
is made orally, the entrepreneur is under an obligation to issue a 
letter of appointment for the relevant worker/laborer.
Employers will maintain sufficient hiring and 
employment records to demonstrate and verify 
compliance with this code provision.
No appointment letter provided for workers who passed the 3 month 
probation period. Document review found that at least 3 workers who 
were employed in April 2006 have not received appointment letters. 
Employment agreement only stated that new workers will have to 
undertake probation period for 3 months and no statement that they 
will be automatically promoted into permanent workers afterwards. 
record review; 
management and 
worker interviews
Factory to develop new recruitment procedure that will ensure all 
probationary workers that have passed 3 month probation period be 
provided with assignment/appointment letter, this will include: 1) Provide 
and track receipt for workers who have received appointment letters. 2) 
Develop checklist of complete personnel documentation. 3) Schedule and 
conduct regular internal inspection including in every critical related time. 
e.g. whenever there is hiring process.
1/31/2007 1) Completed; 2) Completed;
3) Pending
Completed
Employment Records Labor Act UU No.13/2003, regarding the Employment Relation, 
Chapter IX, Article 54.3: A work agreement shall be made in 2 
counterparts which have the same legal force, 1 copy of which shall 
be kept by entrepreneur, the other by the worker/laborer.
Employers will maintain sufficient hiring and 
employment records to demonstrate and verify 
compliance with this code provision.
Workers did not receive the copy of employment agreement. 
Although the working agreement stated that it is made in 2 copies for 
both parties, workers only signed the employment agreement on the 
first time of probation period; no copy of agreement given.
record review; 
management and 
worker interviews
Factory to develop new recruitment procedure which include: 1) Check with 
all workers and give the copy of employment contract to workers who have 
not yet received it. 2) Provide receipt for workers who have received the 
copy of employment contract. 3) Develop checklist of a complete personnel 
documentation.
12/30/2006 1) Completed; 2) Completed; 
3) Completed
Completed
Minimum Working Age Policy In those cases where proof of age documentation is not 
readily available, employers will take precautions to 
ensure that all workers are at least the minimum 
working age, including medical or religious records, or 
other means considered reliable in the local context.
No child labor was observed; however, factory has not 
maintained child labor policy yet on site. According to 
management, it was already management policy to only hire 
workers at a minimum of 18 years old. In hiring new workers, 
factory has a practice of hiring workers aged above 18 years 
old. Usually, factory posts vacancy announcements at factory 
gate. However, factory does not have a written policy 
regarding limit of age allowed to work at the factory. 
Collective Bargaining Agreement regarding Hiring Practice 
Chapter 10 (2) only stated that workers have to pass the test 
prior to employment.
record review; factory 
observation; 
management and 
worker interviews
Factory to develop employment policy that incorporates not only the 
minimum age allowed to work at the factory facility, but also the procedures 
that ensure the appropriate verification procedures are in place in order to 
prevent falsification of age documents, etc.
12/25/2006 The policy is already set up. Completed
Juvenile Worker Identification 
System
Employers will have a system for identifying 
workstations and operations that are inappropriate for 
young workers according to applicable laws.
No juvenile workers were observed; however, there was no 
policy and procedure established regarding protection of 
juvenile workers maintained in case apprentice/vocational 
students applied.
record review; 
management and 
worker interviews
Factory to develop policy and procedure related to accommodating 
apprentice/vocational students that is in accordance to local law 
requirements (length of works hours, type of job, benefit coverage, etc.).
12/25/2006 The policy is already set up. Completed
Progressive Discipline Employers will utilize progressive discipline, e.g., 
escalating discipline using steps such as verbal 
warning, written warning, suspension, termination. Any 
exceptions to this rule, e.g., immediate termination for 
theft or assault, shall be in writing and clearly 
communicated to workers.
Factory has policy regarding disciplinary practice and it was 
also included in the collective bargaining agreement (PKB). In 
the policy, factory has committed to not utilize verbal abuse, 
physical, sexual or psychological harassment for disciplinary 
practice. The policy is implemented by following procedure: 
verbal warning; written warning Levels 1, 2, 3; and 
termination. The criteria of violation for each type of warning, 
excluding suspension, are stipulated in CBA article 54. 
However, there was no clear explanation regarding type of 
violation resulting in a suspension. CBA Article 34 regarding 
payment during suspension has not been determined in detail 
about rules that lead to suspension which could potentially 
lead to unfair suspension.
record review; 
management and 
worker interviews
1) Factory to discuss with union regarding this specific issue. Once they 
achieve the agreement, factory will addendum the CBA. 2) Socialize to all 
workers.
Factory and union are still under negotiation 
regarding this issues. 
Pending
Progressive Discipline Employers will utilize progressive discipline, e.g., 
escalating discipline using steps such as verbal 
warning, written warning, suspension, termination.  Any 
exceptions to this rule, e.g., immediate termination for 
theft or assault, shall be in writing and clearly 
communicated to workers.
Factory does not have a policy and procedure that allows 
workers to reply, challenge or make appeals against 
terminations, in cases where discipline process results in 
termination. Despite procedure of warning letter issuance 
being included in Collective Bargaining Agreement Articles 
48, 49, and 50. However, it was only mentioned regarding the 
period of warning letter applied and type of mistakes that 
granted warning letter. There was no statement that allows 
workers to be able to challenge the warning letter given.                                                                                                                                                                                               
record review; 
management and 
worker interviews
1) Factory to discuss with union to elaborate the statement that allows 
workers to be able to challenge warning letter given. 2) Factory to develop 
disciplinary practice procedure that includes workers' ability to challenge 
the warning letter given. 3) Factory will socialize to workers by posting in the 
workplace.
3/15/2007 Factory has developed a new procedure that 
allows workers to reply, challenge or make 
appeals against all disciplinary practices.
Completed
Training of Management in 
Disciplinary Practices
Employers will provide training to managers and 
supervisors in appropriate disciplinary practices.
No evidence of training to managers and supervisors in appropriate 
disciplinary practices applied in order to ensure disciplinary action 
taken was in accordance with granted collective bargaining 
agreement (PKB). Also, no evidence of harassment and abuse 
training given to expatriate and management-level workers at the 
factory. 
record review, 
management interview
Factory to develop new and more effective training program on H&A and 
disciplinary practice to all managerial level. 1st phase is January 23, 2007 
on H&A for all managerial level staff, including expatriates. 2nd phase is in 
March 2007 on disciplinary practice for all managerial level staff, including 
expatriates.
3/20/2007 1) Completed; 2) Pending Factory has done an TNA (training need 
analysis) for all managers and supervisors.
Ongoing
Hiring Discrimination Practices Employment decisions will be made solely on the basis 
of education, training, demonstrated skills or abilities. 
All employment decisions will be subject to this 
provision.  They include: hiring, job assignment, wages, 
bonuses, allowances, and other forms of 
compensation, promotion, discipline, assignment of 
work, termination of employment, provision of 
retirement.
Based on observation, factory already has a policy regarding 
anti-discrimination, which prohibits discrimination practices in 
hiring based on race, sex, nationality, age, religion, marital 
status, sexual orientation, gender, or other factors not related 
with work. However, there is no training regarding 
discrimination ever conducted and code regarding 
discrimination is only posted in the office area. In addition, 
there was no evidence and clear measurement that decisions 
for work assignments, job training, promotions and pay were 
based on skill and ability. Furthermore, although Collective 
Bargaining Agreement Chapter 13 stated that promotions are 
based on: 1) achievement; 2) performance; 3) technical 
knowledge; 4) initiative; 5) loyalty; 6) good leadership; and 7) 
responsibility, there was no evidence of systematic 
performance evaluations for workers with the stated criteria in 
place. 
record review, factory 
observation; 
management and 
worker interviews
1) Factory to incorporate "non-discrimination subject" into its overall training 
program and schedule initial and necessary refreshment related training. 2)  
Factory to develop performance appraisal system with the schedule phases 
below: January - June 2007 --> developing; June -  December 2007 --> pilot 
test; Analysis problem; January 2008 rolling out 
1/30/2008 Performance appraisal is still under 
development.
No update. Pending
Employment Discrimination 
Practices
Employment decisions will be made solely on the basis 
of education, training, demonstrated skills or abilities. 
All employment decisions will be subject to this 
provision.  They include: hiring, job assignment, wages, 
bonuses, allowances, and other forms of 
compensation, promotion, discipline, assignment of 
work, termination of employment, provision of 
retirement.
Worker interviews 
suggested that workers 
who were promoted 
from production workers 
to staff do not receive 
higher benefits like all 
other staff does. Their 
benefit still refers to the 
one given to production 
workers.
Cannot be verified through document review. Interviews 
with management only found that some workers were 
promoted from production sections like QC to the staff 
level, like Production Sample or Customs. However, it 
cannot be explained further regarding wage and benefit 
structure for workers transferred to the staff category, since 
document records were at head office in Jakarta. During 
audit, auditor was unable to fully verify wages belonging to 
staff category workers, including production leader and 
supervisor. Management mentioned payroll records for all 
staff category workers were head office accounting in 
Jakarta. Only payroll records for 2 production supervisors 
could be reviewed, upon asking the head office to fax 
them.
1) Factory to review and investigate this specific concern and produce a 
conclusion and solution to the review result. 2) Factory to ensure a 
consistent policy implementation on the "equal benefit" to all workers. 
4/25/2007 Factory has reviewed all workers who were 
promoted to staff and has adjusted (3 of 6 
staff) benefits like other staff. Factory is 
planning to adjust the remaining staff in early 
January 2008.
Ongoing
Fire Safety: Health and Safety 
Legal Compliance
The Safety Act UU No.1/1970, regarding Occupational Safety Law, 
Chapter X Article 14.1: Employers shall be obligated to place in 
writing in the place of work they supervise, all obligatory 
occupational safety requirements, this law and all implementation 
regulations applicable at place of work concerned, at visible and 
readable places and pursuant to the direction from supervising 
employees or occupational safety experts.
Employer will comply with applicable health and safety 
laws and regulations.  In any case where laws and code 
of conduct are contradictory, the higher standards will 
apply.  The factory will possess all legally required 
permits.
Factory has not posted Safety Act No. 1/1970 as required. factory observation, 
management interview
1) Factory to post Safety Act No.1/1970 in the workplace. 2) Factory to 
schedule and incorporate the regular inspection of any "posting 
requirements" including any posting requirements related to safety.
12/15/2006 Factory already post[ed] its poster. Completed
Fire Safety: Health and Safety 
Legal Compliance
Labor Minister Regulation No. PER-02/MEN/1980 regarding 
Periodical Medical Examination, Article 2.2: Any undertaking as 
referred to in subsection 2 (2) of Safety Act No. 1/1970 shall provide 
pre-medical exam to workers. Article 2.3: Pre-medical exam covers 
complete physical exam, physical fitness, X-rays of lungs (if 
possible), laboratory routine, and other exams considered 
necessary. Article 3.1: Any undertaking as meant in subsection 2 (2) 
above shall provide periodical medical exam to workers at least 
once a year except otherwise determined by Director General for 
development of Labor Relations and Protection of Manpower. Article 
3.2: Periodical medical exam is meant to maintain health conditions 
of workers after having performed work and to make evaluation on 
possible influences of work as early as possible which are 
necessary to be controlled by taking preventive measures. Article 
3.3: Periodical medical exam covers complete physical exam, 
physical fitness, x-rays of lungs (if possible), laboratory routine and 
other exams considered necessary. Article 3.4: Any employer, 
manager or doctor shall be obliged to make a manual on periodical 
medical exam to conform with needs in accordance with existing 
kinds of work. Article 5.2: Special medical exam shall be provided to 
workers: a) who have met with an accident or suffering from disease 
requiring medical care for more than 2 weeks; b) who are over the  
age of 40 years or female workers, disabled workers, and young 
workers performing specific work or; c) where there is responsible 
doubt regarding their health. Article 9: Employer shall be responsible 
for the expenditure required for the periodical or special medical 
Employer will comply with applicable health and safety 
laws and regulations. In any case where laws and code 
of conduct are contradictory, the higher standards will 
apply.  The factory will possess all legally required 
permits.
Factory has not yet conducted pre–medical, periodical medical, and 
specific medical examinations for workers. Furthermore, workers 
dealing with chemicals were not provided with medical exam to 
ensure that they were free from sickness due to continuous chemical 
usage.
record review; 
management and 
worker interviews
1) Factory set up plan for medical check-up (MCU) program including 
conducting related assessments to determine workers who work in high risk 
areas (e.g., handling chemicals, daily exposed to high amount dust, etc.) to 
identify priority list of workers for regular medical check-up program. 2) 
Conduct medical check-ups according to plan. 3) Develop a report and 
proper documentation including summary of MCU result for workers 
(individually) and total recapitulation of MCU analysis.
3/31/2007 Factory has done an assessment for workers 
and determined who is high risk (3 washing 
workers and 3 laboratory workers). Factory 
has done medical check ups on them.
Ongoing
Fire Safety: Health and Safety 
Legal Compliance
Labor Minister Regulation No. PER-01/MEN/1979 regarding 
Obligation of HYPERKES (Hygiene, Factory, Health and Safety) 
training for company’s paramedics, Article 1: Every company is 
obliged to have its company’s paramedics participate in 
HYPERKES training.
Employer will comply with applicable health and safety 
laws and regulations. In any case where laws and code 
of conduct are contradictory, the higher standards will 
apply.  The factory will possess all legally required 
permits.
There is 1 clinic at the factory that serves workers’ healthcare needs. 
However, paramedic in clinic has not joined HYPERKES (Hygiene, 
Factory, Health and Safety) training yet.
factory observation; 
management and 
paramedics interviews
Factory's on-site clinic is run by [Agency's name] (Government Healthcare 
Agency), the factory to discuss and work with this agency to fulfill the 
requirement ("HYPERKES certification") accordingly.                       
2/4/2007 Factory has sent the paramedic to HYPERKES 
training.
Completed
Fire Safety: Health and Safety 
Legal Compliance
Labor Ministry Circular No. SE-05/BW/1997: Factory shall maintain 
hazard assessment to determine if personal protective equipment 
(PPE) is sufficient for working conditions.
Employer will comply with applicable health and safety 
laws and regulations. In any case where laws and code 
of conduct are contradictory, the higher standards will 
apply.  The factory will possess all legally required 
permits.
Factory has never conducted hazard assessment to identify hazards 
in particular areas of work in order to determine the appropriate 
personal protective equipment.
record review, 
management interview
Factory to conduct noise hazard test/assessment to determine the needs 
for related employee protection program required for all potential hazardous 
areas, including the embroidery room. Engineering control program and 
more training to workers (including place in some related posters) to be 
scheduled and implemented per the timeline committed.
3/31/2007 Factory has start[ed] to do hazard assessment; 
however; they have not yet included noise 
assessment.
Pending
Fire Safety: Health and Safety 
Legal Compliance
The Safety Act UU No.1/1970, regarding Occupational Safety Law, 
Chapter X, Article 14.1: Employers shall be obligated to place in 
writing in the place of work they supervise, all obligatory 
occupational safety requirements, this law and all implementation 
regulations applicable at the place of work concerned, at visible and 
readable places and pursuant to the direction from supervising 
employees or occupational safety experts.
Employer will comply with applicable health and safety 
laws and regulations. In any case where laws and code 
of conduct are contradictory, the higher standards will 
apply.  The factory will possess all legally required 
permits.
There are no signs posted in embroidery room regarding the 
importance of using earplugs to cover workers’ hearing since in 
embroidery area, workers are directly involved with the constant 
noise that comes off the embroidery machines. 
factory observation, 
management interview
Same as above. 4/15/2007 While [they] have not yet conducted noise test, 
they already post[ed] sign to use PPE for 
workers.
Factory has start[ed] to do hazard assessment; 
however; they have not yet included noise 
assessment.
Pending
Personal Protective Equipment 
(PPE)
The Safety Act UU No:1/1970, regarding Occupational Safety Law, 
Chapter XI, Article 14(3): Employer shall be obligated to provide for 
free, all protective devices obligated to workers under their 
supervision and to other persons entering said place of work, plus 
directions required pursuant to directions from supervising officials 
or occupational safety experts. Labor Minister Regulation PER-
01/MEN/1981, regarding The Obligatory Report on Occupational 
Diseases, Article 4.3: Employer is obliged to supply free of charge 
all protective equipment that may be used by workers in their 
undertaking to prevent occupational diseases.  Article 5.2: Workers 
must use obligatory protective equipment to prevent occupational 
diseases.
Workers shall wear appropriate protective equipment 
(such as gloves, eye protection, hearing protection, 
respiratory protection, etc.) to prevent unsafe exposure 
(such as  inhalation or contact with solvent vapors, 
noise, dust, etc.) to hazardous elements including 
medical waste.
Based on factory tour, workers working at the embroidery section 
were not wearing earplug to protect their hearing from the constant 
noise which comes off the embroidery machine.
factory observation, 
management and 
worker interviews
Factory to conduct noise hazard test/assessment to determine the needs 
for related employee protection program required for all potential hazardous 
areas, including the embroidery room. Engineering control program and 
more training to workers (including place in some related posters) to be 
scheduled and implemented per the timeline committed.
4/15/2007 While [they] have not yet conducted noise test, 
they already post[ed] sign to use PPE for 
workers.
Factory has start[ed] to do hazard assessment; 
however; they have not yet included noise 
assessment.
Pending
Sanitation in Facilities All facilities including factory buildings, toilets, 
canteens, kitchens, and clinics, shall be kept clean and 
safe and be in compliance with applicable laws.
Factory clinic does not have a system to treat medical waste, such 
as injection needles. 
factory observation; 
management and 
paramedics interviews
1) Factory to develop policy and procedure related to an appropriate 
clinical waste handling. 2) Factory to conduct regular and random internal 
inspections to ensure implementation runs properly with the assurance of a 
clinical waste policy and
3/27/2007 Factory has developed a procedure related to 
appropriate clinical waste handling.
Completed
Updates (Cite Date of Follow up) Third-Party Verification Company Verification Follow up
2. Forced Labor 
There will not be any use of forced labor, whether in the form of prison labor, indentured labor, bonded labor or otherwise.
No person will be employed at an age younger than 15 (or 14 where the law of the country of manufacture allows) or younger than the age for completing 
compulsory education in the country of manufacture where such age is higher than 15.
RemediationIEM Findings
1. Code Awareness
FLA Audit Profile
Indonesia
070033365E
Bureau Veritas - CPS Indonesia
3. Child Labor
Sportswear (Jacket, Pants, Shirts)
Cutting, Sewing, Ironing, Finishing, Packing, Pressing, Heat, Embroidery
November 9-10, 2006
Nike, Inc.
1264
4. Harassment or Abuse
5. Nondiscrimination
6. Health and Safety
Every employee will be treated with respect and dignity.  No employee will be subject to any physical, sexual, psychological or verbal harassment of abuse.
No person will be subject to any discrimination in employment, including hiring, salary, benefits, advancement, discipline, termination or retirement, on the basis 
of gender, race, religion, age, disability, sexual orientation, nationality, political opinion, or social or ethnic origin.
Employers will provide a safe and healthy working environment to prevent accidents and injury to health arising out of, linked with, or occurring in the course of 
work or as a result of the operation of employer facilities.
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Sanitation in Dining Area All food preparation shall be prepared, stored, and 
served in a sanitary manner in accordance with 
applicable laws. Safe drinking water should be 
available in each building.
Based on factory tour, factory has already provided dining facility at 
the factory. However, the size of the dining area is too small and 
cannot facilitate all workers. Thus, most workers have their meal 
(most sit on ground) around factory, in areas such as at parking lot, 
factory front yard, factory back yard, etc.
factory observation; 
management and 
worker interviews
Factory to provide additional dining facilities outside the canteen to 
accommodate the related needs.
6/20/2007 Factory will need additional time to add other 
dining facilities.
Pending
Other: Grievance System Questions from Audit Instrument: (3B.1) Does factory 
have an internal comment or grievance system in which 
workers can raise issues of concern to factory 
management?
Factory has established suggestion box as one of the internal 
grievance procedures and posted only 1 suggestion box, 
placed near toilet in building 1. However, factory does not 
have written procedure for workers to use suggestion box. 
There was no program or other similar efforts to encourage 
workers to use the suggestion box provided as grievance 
system tool. Management mentioned that they only opened 
the suggestion box when there is a letter in it. The last time 
suggestion box opened was July 13, 2005.
record review; factory 
observation; 
management, union 
members, and worker 
interviews
1) Factory to develop grievance written procedure and post it in suggestion 
box area. Deadline: December 2006 2) Factory to socialize revised 
grievance system (policy and procedure) to workers. Deadline: March 2007 
3) Factory to develop active communication channel between management 
and workers, such as lunch meeting between management and workers. 
Deadline: February 2007    
1) 12/15/07;
2) 3/14/07;
3) 2/25/07
1) Written grievance procedure has been set 
up.
2) Completed; 3) On process
Factory has socialized new grievance 
procedure to all workers.
1) 
Completed;
2) 
Completed;
3) Pending
Voluntary Use of Benefits All workers have a right to use or not to use employer 
provided services, such as housing or meals.
Factory applied 1 deduction called DANSOS fee that applied 
for social solidarity purpose. It is a recognized program and 
managed by union. Also, workers will be acknowledged every 
month regarding the financial condition by posting it on the 
announcement board. However, there was no written consent 
maintained by the respective workers to declare that it was an 
involuntary deduction. On the other hand, factory maintained a 
written consent for workers for the other deductions made, 
such as union fee and KOPERASI fee, declaring they agreed 
to deduct the fee direct from their salary. 
record review; factory 
observation; 
management and 
worker interviews
Factory to discuss with union about amending the existing voluntary 
deduction consent from workers to incorporate "DANSOS." 
12/20/2007 Factory has discuss[ed] with union and provided 
voluntary deduction receipt to workers.
Completed
Deduction for Services Deductions for services to employees will not exceed 
cost of service to employer. If questioned, employers 
will demonstrate the reasonableness of these charges.
Workers have to buy nippers used for daily job at the factory since 
factory does not provide it.
record review; factory 
observation; 
management and 
worker interviews
1) Factory to find the gap and adjust factory policy and procedure 
accordingly for workers to get any tools to support their work, including 
nippers. 2) Factory to include a control log of any working tool replacement 
requests from workers, including implementation of fair disciplinary 
measurement for irresponsible replacement request. Respective 
disciplinary implementation will be coordinated with union. 
1/15/2007 Factory has simplify[ied] the procedure for 
nipper changing.
Completed
Payroll Reporting Accurate and reliable payroll reporting, including pay 
stubs, will be provided.
In practice, there are some deductions applied for workers, 
they are social security scheme (JAMSOSTEK), DANSOS 
fee, union fee and KOPERASI fee. All these deductions only 
recorded on the worker’s pay slip, but they did not record on 
payroll sheet. Only deduction for social security scheme 
(JAMSOSTEK) was recorded on the payroll sheet. 
record review; 
management and 
worker interviews
Factory to revise ALL payroll documentation to ensure that all critical 
information regarding workers' compensation is maintained properly.
4/27/2007 New payroll sheet is still under development. No updates. Pending
Record Maintenance All legally required payroll documents, journals, and 
reports will be available complete, accurate and up-to 
date. (In United States terms, this would include W-4s, I-
9s, green cards, 941s, and supporting material.
Factory retained payroll record for most production workers 
only. However, it did not retain payroll record for staff category 
(e.g., all office staff, production leader, and supervisor, etc.) in 
place, as it usually retained only at [Office name's] head 
office. During audit, only payroll records for 2 production 
supervisor could be reviewed. 
record review; 
management 
interviews
Factory to develop procedure for keeping payroll record for staff level on 
site that includes policy of "information access" or who authorizes access to 
what document.
3/15/2007 Our payroll system is that 
all staff level salaries are 
distributed by head office; 
however, will ask head 
office to submit staff 
payroll sheet to factory 
manager.
Factory has developed a procedure that allows 
a certain manager to access payroll 
documents for office staff.
Closed
Accurate Benefit 
Compensation
All employees will be credited with all time worked for 
an employer for purposes of calculating length of 
service to determine the benefits to which workers are 
entitled.
There was no policy and procedure for 
termination/retrenchment for operational purposes 
established in place. The termination procedure already 
included in Collective Bargaining Agreement. However, there 
is no procedure regarding termination due to operational 
purposes.  
record review; 
management and 
worker interviews
Factory to amend its existing policy to include termination procedure related 
to operational purposes.
4/30/2007 Factory has develop[ed] a policy related to 
termination/retrenchment due to operational 
purposes.
Completed
Accurate Benefit 
Compensation
Act (UU) No. 3/1992 regarding Social Security Scheme 
(JAMSOSTEK), Article 18: 1) Employer is obliged to have a list of 
workers and their family, list of wages and its changes and list of 
work injury in company or part of  company; 2) In addition to 
obligation as mentioned in Article 1), employer is obliged to inform 
workforce and company data related with social security scheme 
program to relevant bureau; 4) If employer informs incorrect data as 
mentioned in Article 2), leading to lack of social security scheme 
payment for workers, employer is obliged to pay for lack amount. 
Government Regulation (PP) No.14/1993 regarding Implementation 
of Social security Scheme (JAMSOSTEK), Article 9: Contribution is 
5.7% of monthly wage for each worker, paid by employer (3.7%) and 
by employee (2%).
All employees will be credited with all time worked for 
an employer for purposes of calculating length of 
service to determine the benefits to which workers are 
entitled.
Record review found that JAMSOSTEK contribution (employer: 3.7% 
and worker: 2%) for staff category (monthly payment worker) was not 
based on actual salary, although in fact most workers earned more 
than Rp. 900,000 per month and Rp. 1,000,000 per month. Factory 
has determined certain flat amount for the contribution. For all staff 
except supervisors, the contribution was based on Rp. 900,000 
regardless of actual salary. But for supervisor category, contribution 
was based on Rp. 1,000,000 regardless of actual salary.
record review; 
management and 
worker interviews
1) Factory to adjust JAMSOSTEK contribution based on actual salary for 
staff level ( basic salary + fix allowance). 2) Will review and back pay for the 
past 12 months for those who received less payment in relation with 
JAMSOSTEK contribution (JHT).
7-Mar 1) Completed; 2) Pending Pending
Overtime Limitations Labor Act UU No.13/2003, regarding Working Time, Chapter X, 
Paragraph 4, Article 78.1(b): Overtime can only be conducted a 
maximum  of 3 hours in 1 day and 14 hours in 1 week. Labor 
Minister Decree No. KEP-102/MEN/VI/2004, regarding Working 
Time Article 3(1): Overtime can only be conducted a maximum of 3 
hours in 1 day and 14 hours in 1 week.
Except in extraordinary business circumstances, 
employees will (i) not be required to work more than the 
lesser of (a) 48 hours per week and 12 hours overtime 
or (b) the limits on regular and overtime hours allowed 
by the law of the country of manufacture or, where the 
laws of such country will not limit the hours of work, the 
regular work week in such country plus 12 hours 
overtime; and (ii) be entitled to at least 1 day off in 
every 7 day period.  An extraordinary business 
circumstance is a temporary period of extra work that 
could not have been anticipated or alleviated by other 
reasonable efforts.
Attendance record random review found that most workers from all 
sections worked up to 11 hours per day (3 OT hours per day) May to 
October 2006 and most workers worked up to 60 hours per week 
(20 overtime hours per week) at least some weeks in period from 
May to October 2006. Maximum total working hours found: 63.5 
hours per week (23.5 hours per week of OT) and 67 hours per week 
(27 hours per week of OT) August 21-27, 2006 for at least 2 workers 
from raw material and 65 hours per week (25 hours per week of OT) 
and 72 hours per week (32 hours per week of OT) for at least 2 
workers from carpentry. According to management and workers, 
these workers had to work more than 60 hours per week, since they 
were involved with the shipment delivery process.  
record review; 
management and 
worker interviews
1) Factory to evaluate the gap in this issue to identify its root cause. 2) 
Factory to develop a system to ensure maximum working hours are not 
exceeding local law or any other standard for all department.
Factory develop[ed] a root cause analysis chart 
to find real cause of problem and shoot solution 
based on root cause by creating a kanban 
chart/visual management system to control 
workers working hours on those who will escort 
export container.
Complete
Illegal Subcontracting Questions from Audit Instrument: (3I.1) Does factory 
have someone overseeing subcontractors to ensure 
their contracts are implemented in compliance with 
code? (3I.2) Please explain any discrepancies, 
noncompliances, risks or uncorroborated evidence of 
noncompliance. (5E.1b) Do contracts between factory 
and any subcontractors and/or recruitment agencies 
comply with FLA Code of Conduct, including 1 rest day; 
maximum hours of work; minimum wage and OT 
payments; minimum age; and health and safety 
requirements? (5E.2) Please explain any 
discrepancies, noncompliances, risks or 
uncorroborated evidence of noncompliance.  
Factory does not have someone overseeing subcontractors 
used (embroidery, washing, and canteen provider) and no 
evidence the factory conducts monitoring visit to ensure their 
contracts are implemented in compliance with code. For 
garment cut and sew,  factory subcontract to its sister 
company ([Factory name] and [Factory name]).
record review (no 
document evidence 
found), management 
interview
Factory to assign a person that will responsible to socialize buyer's code to 
all its subcontracted subcontractors. This should include schedule and 
maintain inspection activity (regular or random).
3/15/2007 Factory has socialized to its subcontractor 
(embroidery, printing) to ensure that their 
contracts are implemented in compliance with 
code.
Completed
Employers will recognize and respect the right of employees to freedom of association and collective bargaining.
Employers recognize that wages are essential to meeting employees’ basic needs. Employers will pay employees, as a base, at least the minimum wage 
required by local law or the prevailing industry wage, whichever is higher, and will provide legally mandated benefits.
Miscellaneous
In addition to their compensation for regular hours of work, employees will be compensated for overtime hours at such premium rate as is legally required in the 
country of manufacture or, in those countries where such laws will not exist, at a rate at least equal to their regular hourly compensation rate.
8. Wages and Benefits
7. Freedom of Association and Collective Bargaining
Except in extraordinary business circumstances, employees will (i) not be required to work more than the lesser of (a) 48 hours per week and 12 hours overtime 
or (b) the limits on regular and overtime hours allowed by the law of the country of manufacture or, where the laws of such country will not limit the hours of work, 
the regular work week in such country plus 12 hours overtime; and (ii) be entitled to at least one day off in every seven day period.
9. Hours of Work
10. Overtime Compensation
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